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PAID  UP  OIL  AND  GAS  LEASE 

THIS  LEASE  AGREEMENT  t»  made  this  -37    davof    "Sb  /  C*      2008  bv  and  between  Grand  Southoate  III  LP 
1801  Lonobranch  Ci  Arttooton.  Texas  76012  ccflscovaiv  referred  to  as  Lessor  and  Hott  Resources.  LLC,  a  Texas  Limited  Liability 
Comoartv  4005  Mockingbird  Lane.  Cotevvste  Texas  76034  .asLessae  AH  printed  portions  of  this  lam  wen  prepared  by  the  party 
hereinabove  named  as  Lessee,  but  al  ot>er  provisions  (including  the  completion  of  blank  spaces)  were  prepared  jointly  by  Lessor  and 

1.  In  consideration  of  a  cash  bonus  in  hand  paid  and  the  covenant*  herein  contained,  Lessor  hereby  grants,  leases  and  lets 
exdusiv^  to  Lessee  trwfosowtngdesc^ 

SEE  ATTACHED  EXHIBIT  *A'  FOR  LEGAL  DESCRIPTION  AND  ADDITIONAL  PROVISIONS 


In  the  county  of  TARRANT.  State  of  TEXAS,  containino  gross  acres,  more  or  less  (including  any  interests  therein  which  Lessor 

may  hereafter  acquire  by  reversion,  prescription  or  otherwise),  for  toe  purpose  of  exploring  tor,  developing,  producing  and  marketing  oi  and 
gas,  along  with  a*  hydrocarbon  and  non  hydrocarbon  substances  produced  in  association  therewith  (including  geopnyaicsifseismlc 
operations).  Trie  tofm'gas*  as  used  terete  iridute  to 
addr^  to  the  above-described  leased  rjrerr^ 

owned  by  Lessor  which  are  contiguous  or  adjacent  to  the  above-<tescriDed  leased  premises,  and,  in  consideration  of  the  aforerrenrjoned 
cash  bonus.  Lessor  agrees  to  execute  at  Lessee's  request  any  additional  or  supptemental  instruments  for  a  more  complete  or  accurate 
ctescriprjon  of  the  tend  so  covered.  For  the  purpose  of  determining  the  amount  of  any  shut-in  royalties  hereunder,  the  number  of  gross 
acres  above  specified  shal  be  deemed  correct  wliellter  actually  more  or  teas. 

2.  This  lease,  which  is  a  'paid-up'  lease  requiring  no  rentals,  shaN  be  in  force  tor  a  primary  term  three  <5)  years  from  the  date 
hereof,  and  for  as  long  thereafter  as  oil  or  gas  or  other  substances  covered  hereby  are  produced  in  paying  quantities  from  the  teased 
premises  cr  from  larvJsrxMtedtherewto 

3.  RoyalfescrioiL  gas  arid  <^subsbjra  pro  (a) 
For  oM  and  other  liquid  hyoVwartons  separated  alUiiea's  a 

at  Lessee's  option  to  Lessor  at  the  wsflhaad  or  to  Lessor's  credit  at  the  of  purchaser's  transportation  facHles,  provided  that  Lessee  shall 
have  the  continuing  right  to  purchase  such  production  at  toe  welhoad  market  price  then  prevailing  in  the  same  field  (or  if  there  is  no  such 
price  then  prevailing  in  toe  same  held,  toen  in  the  nearest  field  in  which  there  is  such  a  prevaiing  price)  for  production  of  similar  grade  and 
gravity;  (b>  for  o^(iridudtog  caste 

by  Leasee  from  the  sate  thereof,  less  a  propwltawte  oart  or  ad  vakxsm  ta^ 

costs  incurred  by  Lessee  in  ddtvertng,  processing  or  otherwise  marketing  such  gas  or  other  substances,  provided  that  Lessee  shal  have 
the  corttoutog  right  to  purchase  such  production  at  toe  prevaflng  welhead  market  price  paid  for  production  of  stmlar  quality  to  the  same 
field  (or  if  toere  is  no  such  price  then  prevaMng  in  the  same  field,  then  in  the  nearest  ItoM  in  which  toere  is  such  a  prevaiing  price)  pursuant 
to  comparable  purchase  contracts  entered  into  on  the  same  or  nearest  preceding  date  as  the  date  on  which  Lessee  corrunences  tb 
purchases  hereunder,  and(Qrlattheendoftoe  primary  term  or  any  ame  thereafter  one  or  more  wees  on  the  teased  premises  or  tends 
pooled  therewith  are  capable  of  producing  oi  or  gas  or  other  substances  covered  hereby  in  paying  quantities,  but  such  waR  or  wets  are 
either  shut-in  or  production  therefrom  is  not  being  sold  by  Lessee,  such  wen  or  wets  shad  nevertheless  be  deemed  to  be  producing  in 
paying  quantities  for  the  purpose  of  maintaining  this  tease.  If  for  a  period  of  90  consecutive  days  such  we*  or  wees  are  shut-in  or 
production  therefrom  is  not  being  sold  by  Lessee,  then  Lessee  shal  pay  shut-in  royalty  of  one  doRar  per  acre  then  covered  by  this  tease, 
such  payment  to  be  made  to  Lessor  w  to  Lassos 

toereafter  on  or  before  each  anniversary  of  the  end  of  said  90-day  period  while  the  wel  or  weds  are  shut-in  or  production  therefrom  is  not 
dsIivj  sotd  by  Lessee;  provided  tftst » 

another  well  or  wets  on  the  leased  premises  or  lands  pooled  therewith,  no  shut-in  royalty  shaN  be  due  una  toe  end  of  the  90-day  period 
next  Mtowing  cessation  of  such  operations  or  production.  Lessee's  failure  to  property  pay  shut-in  royalty  shat)  render  Lessee  sable  for  the 
amount  due,  but  shaU  not  operate  to  terminate  this  tease 

4.  Al  shut-in  flpyalty  payments  under  this  tease  shal  be  paid  or  tendered  to  Lessor  or  to  Lessor's  credit  in  at  lessor's 
addreaa  above  crlto  successors,  which  shal  be  l^ss^ 

ownership  of  said  tend.  All  payments  or  tenders  may  be  made  in  currency,  or  by  check  or  by  draft  and  such  rjayments  or  tenders  to  Lessor 
or  to  the  depository  by  deposit  to  the  US  Mats  in  a  stamped  envelope  addressed  to  the  depository  or  to  the  Lessor  at  the  test  address 
known  to  Lessee  shal  constitute  proper  payment  If  tie  depository  should  iquktete  or  be  succeeded  by  another  institution,  or  for  any 
reason  fail  or  refuse  to  accept  payment  hereunder.  Lessor  shall,  at  Lessee's  request,  deliver  to  Lessee  a  proper  recordable  instrument 
naming  another  institution  as  depository  agent  to  receive  payments. 

5.  H  Lessee  drNs  a  wel  which  is  incapable  of  producing  in  paying  quanttttes  (hereinafter  cased  'dry  hole*)  on  the  leased 
premises  or  laridspooted  lherewa^ 

a  revision  of  unit  bourtdaries  pursuant  to  the  provisions  of  Paragraph  6  or  the  action  of  any  goremmental  authority,  then  in  the  event  this 
tease  is  not  otherwise  being  maintained  to  force  It  shaH  nevertheless  remain  in  tore*  if  Lessee  corwnences  operations  for  reworking  an 
existing  wel  or  tor  driving  an  addttonaJ  Wei  or  for  otherwise  obtaining  or  restoring  production  on  the  teased  premises  or  lands  pooled 
toerewith  within  90  days  after  completion  of  operations  on  such  dry  hole  or  within  90  days  after  such  cessation  of  all  production,  tf  atthe 
end  of  the  primary  term,  or  at  any  ome  thereafter,  this  tease  is  not  otherwise  being  maintained  in  force  but  Lessee  Is  then  engaged  in 
dristng,  reworking  or  any  other  operations  reasonably  catoutetod  to  obtain  or  restore  producson  therefrom,  tots  tease  shal  remain  in  force 
so  long  as  any  one  or  more  or  such  operations  are  prosecuted  wtto  no  cessation  of  more  than  90  coraecufive  days,  and  if  any  such 
operations  result  in  the  production  of  oil  or  gas  or  other  substances  covered  hereby,  as  long  thereafter  as  toere  is  production  in  paying 
quantities  torn  the  leased  premises  or  tends  pooled  trterewNh.  After  completion  of  a  wel  capable  of  producing  in  paying  quantises 
hsfeunder.  Lessee  shal  dr*  such  addrsonal  weds  on  toe  leased  premises  or  lands  pooled  therewith  as  a  rsesonabty  prudent  operator 
would  drill  under  the  same  or  similar  circumstances  to  (a)  develop  the  leased  premises  as  to  formaeons  men  capable  of  producing  in 
paying  quantities  on  the  teased  premises  or  tends  pooled  therewith,  or  (b)  to  protect  the  leased  premises  from  unoornpensated  drainage  by 
any  wet)  or  wefts  located  on  other  tends  rrt  pooled  tfvjrewtth. 


6.  Lessee  shaH  have  the  right  but  not  the  obligation  to  pod  all  or  any  part  of  the  leased  premises  or  interest  therein  with  any 
other  lands  or  interests,  as  to  any  or  all  depths  or  zones,  and  as  to  any  or  al  substances  covered  by  this  lease,  either  before  or  after  the 
commencement  of  production,  whenever  Lessee  deems  it  necessary  or  proper  to  do  so  in  order  to  prudently  develop  or  operate  the  leased 
premises  whether  or  not  similar  pooling  authority  exists  with  respect  to  such  other  lands  or  interests.  The  unit  formed  by  such  poolino  for 
an  oM  well  which  is  not  a  horizontal  completion  shall  not  exceed  80  acres  plus  a  maximum  acreage  tolerance  of  10%,  and  for  a  gaswell  or  a 
horizontal  completion  shall  not  exceed  640  acres  plus  a  maximum  acreage  tolerance  of  10%;  provided  that  a  larger  unit  may  be  formed  for 
an  oil  weU  or  gas  well  or  horizontal  completion  to  conform  to  any  wel  spacing  or  density  pattern  that  may  be  prescribed  or  permitted  by  any 
governmental  authority  having  jurisdiction  to  do  so.  For  the  purpose  of  the  foregoing,  the  terms  "oil  weir  and  -gas  well'  shad  have  the 
meanings  prescribed  by  applicable  law  or  the  appropriate  governmental  authority,  or.  if  no  definition  is  so  prescribed,  'oil  weir  means  a  well 
with  an  mrtlai  gas-otl  ratio  of  less  than  100,000  cubic  feet  per  barrel  and  'gas  weir  means  a  well  with  an  initial  gas-oil  ratio  of  100  000  cubic 
feet  or  more  per  barrel,  based  on  24-hour  production  test  conducted  under  normal  producing  conditions  using  standard  lease  separator 
facilities  or  equivalent  testing  equipment  and  the  term  ■horizontal  completion'  means  an  oi  well  in  which  the  horizontal  components  the 
gross  completion  mterval  in  faculties  or  equivalent  testing  equipment;  and  the  term  •horizontal  completion-  means  an  oH  weU  m  which  the 
horizontal  component  of  the  gross  completion  interval  In  the  reservoir  exceeds  the  vertical  component  thereof.  In  exercising  its  pooling 
rights  hereunder.  Lessee  shall  (He  of  record  a  written  declaration  describing  the  unit  and  stating  the  effective  date  of  pooling  Production 
drilling  or  reworking  operations  anywhere  on  a  unit  which  includes  all  or  any  part  of  the  leased  premises  shal  be  treated  as  if  it  were 
production,  drilling  or  reworking  operations  on  the  leased  premises,  except  that  the  production  on  which  Lessor's  royalty  is  calculated  shall 
be  that  proportion  of  the  total  unit  production  which  the  net  acreage  covered  by  this  lease  and  included  in  the  unit  bears  to  the  total  gross 
acreage  in  the  unit,  but  only  to  the  extent  such  proportion  of  unit  production  is  sold  by  Lessee.  Pooling  in  one  or  more  instances  shall  not 
exhaust  Lessees  pooling  rights  hereunder,  and  Lessee  shall  have  the  recurring  right  but  not  the  obligation  to  revise  any  unit  formed 
hereunder  by  expansion  or  contraction  or  both,  either  before  or  after  commer>cernent  of  production,  in  order  to  conform  to  the  well  spacing 
or  density  pattern  prescribed  or  permitted  by  the  governmental  authority  having  jurisdiction,  or  to  conform  to  any  productive  acreage 
determination  made  by  such  governmental  authority.  In  making  sucti  a  revision,  Lessee  shal  file  of  record  a  written  declaration  describing 
the  revised  unit  and  stating  the  effective  date  of  revision.  To  the  extent  any  portion  of  the  leased  premises  is  included  in  or  excluded  from 
the  unit  by  virtue  of  such  revision,  the  proportion  of  unit  production  on  which  royalties  are  payable  hereunder  shaH  thereafter  be  adjusted 
accodtogry.  In  the  absence  of  production  in  paying  quantities  from  a  unit  or  upon  permanent  cessation  thereof,  Lessee  may  terminate  the 
unit  by  filing  of  record  a  written  declaration  describing  the  unit  and  stating  the  date  of  termination.  Pooling  hereunder  shal  not  constitute  a 
cross-conveyance  of  interests 

7.  If  Lessor  owns  less  than  the  fuH  mineral  estate  in  aN  or  any  part  of  the  teased  premises,  the  royalties  and  shut-in  royalties 
payaUe  hereunder  for  any  well  on  any  part  of  the  leased  premises  or  lands  pooled  therewith  shaH  be  reduced  to  the  proportion  that 
Lessor's  Interest  m  such  part  of  the  leased  premises  bears  to  the  full  mineral  estate  in  such  pert  of  the  leased  premises. 

8.  The  interest  of  either  Lessor  or  Lessee  hereunder  may  be  assigned,  devised  or  otherwise  transferred  in  whole  or  in  part  bv 
area  and/or  by  depth  or  zone,  and  the  rights  and  obligations  of  the  partes  hereunder  shaH  extend  to  their  respective  heirs,  devisees 
•ran*. .administrators,  successors  and  assigns.  No  change  In  Lessor's  ownership  shaH  have  the  effect  of  reducing  the  rights  or 
enlarging  the  cbeganons  of  Leasee  hereunder,  and  no  change  In  ownership  shaH  be  binding  on  Lessee  until  60  days  after  Lessee  has  been 
famished  theonojnal  or  certified  or  duly  authenticated  copies  of  the  documents  establishing  such  change  of  ownership  to  tie  satisfaction  of 
Lessee  or  until  Lessor  has  satisfied  the  notification  requirements  contained  in  Lessee's  usual  form  of  division  order.  In  the  event  of  the 
deathof  any  person  entitled  to  shut-m  royalties  hereunder.  Lessee  may  pay  or  tender  such  shut-in  royalties  to  the  credit  of  decedent  or 
deciedenrs  estate  m  the  depository  designated  above.  If  Lessee  transfers  a  full  or  undivided  interest  in  all  or  any  portion  of  the  area 
covered  by  this  lease,  the  obligation  to  pay  or  tender  shut-in  royalties  hereunder  shall  be  divided  between  Lessee  and  the  transferee  in 
proportion  to  the  net  acreage  interest  in  this  lease  then  held  by  each. 

9.  Lessee  may,  at  any  time  and  from  time  to  time,  deliver  to  Lessor  or  file  of  record  a  written  retease  of  this  lease  as  to  a  full  or 
undivided  interest  m  all  or  any  portion  of  the  area  covered  by  this  lease  or  any  depths  or  zones  thereunder.  If  Lessee  releases  all  or  an 
undivided  interest  in  less  than  aH  of  the  area  covered  hereby.  Lessee's  obHgatton  to  pay  or  tender  shut-in  royalties  shall  be  proportionately 
reduced  in  accordance  with  the  net  acreage  interest  retained  hereunder.  7 

10.  In  exploring  for,  developing,  producing  and  marketing  oi,  gas  and  other  substances  covered  hereby  on  the  leased 
premises  or  lands  pooled  or  unitized  herewith,  in  primary  and/or  enhanced  recovery,  Lessee  shall  have  the  right  of  ingress  and  egress 
axxigwnh  the  right  to  conduct  such  operations  on  the  leased  premises  as  may  be  reasonably  necessary  for  such  purposes,  toduding  but 
not  Hmited  to  geophysical  operations,  the  driHing  of  wells,  and  the  construction  and  use  of  roads,  canals,  pipelines,  tanks,  water  wells 
disposal  wells,  injection  web,  pits,  electric  and  telephone  lines,  power  stations,  and  other  facilities  deemed  necessary  by  Lessee  to 
o^xwer,  produce,  store,  treat  and/or  transport  production.  Lessee  may  use  in  such  operations,  free  of  cost  any  oH,  gas,  water  and/or 

? JSIb^no^  produced  00  leaMd  r*emiws.  except  water  from  Lessor's  wets  or  ponds.  In  exploring,  developing,  producing  or 
r^rketing  from  the  leased  premises  or  lands  pooled  therewith,  the  ancttary  rights  granted  herein  shal  apply  to  the  entire  teased  premises 
described  in  Paragraph  1  above,  nrtwithstamling  arty  parUtf  When  requested  by  Lessor  in 

writing.  Lessee  shall  bury  Its  pipef nes  below  ordinary  plow  depth  on  cultivated  lands.  NoweH  shaH  be  located  less  than  330  feet  town  any 
house  or  bam  now  on  the  leased  premises  or  other  lands  used  by  Lessee  hereunder,  without  Lessor's  consent  and  Lessee  shaH  pay  for 
damage  caused  by  Its  operations  to  buildings  and  other  improvements  now  on  the  leased  premises  or  such  other  lands,  and  lo  cormnercial 
timber  and  growing  crops  mereon.  Lessee  shall  have  the  right  at  any  time  to  remove  its  fixtures,  equipment  and  materials,  including  well 
casing,  from  the  leased  premises  or  such  other  lands  during  the  term  of  this  tease  or  within  a  reasonable  time  thereafter 

11.  Lessee's  obligations  under  this  lease,  whether  express  or  implied,  shall  be  subject  to  al  applicable  laws,  rules,  regulations 
and  orders  of  any  governmental  authority  having  jurisdiction  including  restrictions  on  the  drilling  and  production  of  wells,  and  the  price  of  oH 
gas.  and  other  substances  covered  hereby.  When  drilling,  reworking,  production  or  other  operations  are  prevented  or  delayed  by  such 
laws,  rules,  regulations  or  orders,  or  by  Inability  to  obtain  necessary  permits,  equipment  services,  material,  water,  electricity  fuel,  access  or 
easements,  or  by  fire,  flood,  adverse  weather  conditions,  war,  sabotage,  rebellion,  insurrection,  riot  strike  or  labor  disputes  or  by  Inability 
to  obtain  a  satisfactory  market  for  production  or  faMure  of  purchasers  or  carriers  to  rake  or  transport  such  production,  or  by  any  other  cause 
rtf  reasonably  within  Lessee's  control,  this  tease  shall  not  terminate  because  of  such  prevention  or  delay,  and  at  Lessees  option  the 
period  of  such  prevention  or  delay  shal  be  added  to  the  term  hereof.  Lessee  shall  not  be  liable  for  breach  of  any  express  or  implied 
covenants  of  this  lease  when  drift ng,  production  or  other  operations  are  so  prevented,  delayed  or  interrupted. 

12.  Lessee  at  Lessee's  option  may  pay  and  discharge  any  taxes,  mortgages  or  liens  existing,  levied  or  assessed  on  or  against 
J^2L£?m^S-     U**ee  e5wrd9**       °^on-  L**9**       *»  subrogated  to  the  righta  of  the  party  to  whom  payment  is  made 

and,  m  addition  to  lis  other  rights,  may  reimburse  itself  out  of  any  royalties  or  shut-in  royalties  otherwise  payable  to  Lessor  hereunder  In 
the  event  Lessee  is  made  aware  of  any  claim  inconsistent  with  Lessor's  title,  Lessee  may  suspend  the  payment  of  royatttos  and  shuMn 
royaltoe*  hereunder ,  without  interest  until  Lessee  has  been  furnished  satisfactory  evidence  that  such  claim  has  been  resolved 


IN  WITNESS  WHEREOF,  this  instrument  is  executed  on  the  date  first  above  written. 


-LESSOR 

BY:  Grand  Southgate  III,  LP 


NAME: 


TITLE:  ■    fi-rA . 


ACKNOWLEDGEMENTS 


STATE  OF  TEXAS 
COUNTY  OFl^JTflM- 


the  undersigned  notary  public,  on  this  day 
<rhflJY\    MCCIlllflLn    .  who  is  known  to  me  to  be  the 


Before  me, 
personally  appeared 

person  whose  name  is  subscribed  to  the  foregoing  instrument,  and  acknowledged  to  me  that 
he/she  executed  that  instrument  for  the  purposes  and  consideration  therein  expressed,  and  in 
that  capacity  therein  stated. 


Given  under  my  hand  and  seal  of  office  this  3t^*dav  of    A  uJ 


2008. 


My  Commission  Expires 
Commission  Number. 


(fclfflW  LK  A  hh  9*± 

Kjjpary  Public,  State  of  Texas 


HEATHER  PARRETT 

STATE  OF  TEXAS 
My  Comm.  Exp.  11/12/2011 


EXHIBIT  "A" 


Attached  hereto  and   made  a  part  of  that  certain   oil,  gas  and  mineral   lease  as 

dated  7Ti>  ft*   &}   JcoX  ,  by  and  between  Grand  Southgate  m,  LP, 

collectively  referred  to  as  Lessor,  and  Hott  Resources,  LLC,  as  Lessee. 

ADDENDUM  (ADDITIONAL  PROVISIONS): 

The  provisions  of  this  Addendum  are  in  addition  to  the  provisions  contained  in  the  lease 
and  are  intended  to  be  covenants  running  with  the  lease  and  the  land  covered  thereby,  and  shall  be 
binding  upon  and  inure  to  the  benefit  of  the  successors  and  assigns  of  the  parties.  This 
Addendum  is  incorporated  into  the  lease  to  which  it  is  attached  and  is  a  part  of  such  (ease  for  all 
purposes.  In  the  event  of  conflict  between  the  provisions  of  this  Addendum  and  the  provisions  of 
the  lease  to  which  this  Addendum  is  attached,  the  terms  of  this  Addendum  shall  control  and  be 
controlling. 

1  •  Off  and  Gas  Only.  This  lease  shall  be  limited  to  oil,  gas  and  other  associated 
hydrocarbons  and  sulphur  produced  through  the  well  bore  with  oil  and  gas.  All  references  in  this 
lease  to  "other  minerals"  are  hereby  deleted. 

2.  Shut-in  Royalties.  If,  during  the  primary  term  or  thereafter,  there  is  located  on 
the  leased  premises  (or  land  pooled  therewith  according  to  the  pooling  authority  contained  in  this 
lease)  a  well  completed  and  capable  of  producing  gas  in  commercial  quantities,  but  the 
production  thereof  is  shut-in,  shut-down  or  suspended  for  lack  of  a  market,  available  pipeline,  or 
because  of  government  restrictions  or,  if  it  is  economically  inadvisable  for  both  the  Lessor  and 
Lessee  to  sell  gas  for  a  time  as  evidenced  by  a  written  agreement  signed  by  both  parties,  then,  and 
in  any  such  event,  Lessee  may  pay  as  royalty  a  sum  of  money  equal  to  $50.00  per  acre  for  the 
referenced  acreage.  The  first  payment  will  be  due  not  later  than  ninety  (90)  days  after  the  date 
the  well  is  shut  in,  and  subsequent  payments  will  be  due  annually  thereafter  (if  this  lease  is  not 
being  otherwise  maintained  in  force)  on  the  anniversary  date  of  the  period  for  which  the  prior 
payment  was  made.  Upon  proper  and  timely  payment  of  royalty  under  this  paragraph,  it  will  be 
considered  that  gas  is  being  produced.  Shut-in  royalty  may  be  paid  direct  to  Lessor  at  the 
addresses  set  out  in  this  lease.  In  no  event  may  this  lease  be  perpetuated  as  to  any  of  the  lease 
premises  by  the  payment  of  shut-in  royalties  for  a  period  exceeding  three  (3)  years  in  the 
aggregate. 


3-  No  Surface  Use.  The  surface  of  the  leased  premises  shall  not  be  used  by  Lessee 
for  any  reason,  even  though  Lessee  may  claim  rights  of  use  through  other  parties.  Lessee 
expressly  releases  and  waives  all  rights  of  ingress  and  egress  and  all  other  rights  of  every  kind 
and  character  whatsoever  to  enter  upon  or  to  use  the  surface  of  the  leased  premises  or  any  part 
thereof,  including,  without  limitation,  the  right  to  enter  upon  the  surface  of  the  leased  premises 
for  purposes  of  exploring  for,  developing,  drilling,  producing,  transporting,  mining,  treating, 
storing  or  any  other  purpose  incident  to  the  development  of  production  of  the  oil,  gas  and  other 
minerals,  in,  on,  and  under  the  leased  premises.  This  release  and  waiver  is  a  material 
consideration  to  Lessor's  agreements  hereunder,  and,  but  for  such  release  and  waiver,  Lessor 
would  not  lease  the  leased  premises  to  Lessee.  Lessee  may  develop  the  minerals  underlying  the 
leased  premises  by  pooling  or  unitizing  the  leased  premises  with  other  lands  adjacent  to  the 
leased  premises  and  conducting  drilling  and  other  surface  operations  from  drillsite  locations 


technology  in  the  oil  and  gas  mSy,  te  lev t^Zt^Tl ,aVa''able  ******  and 
elsewhere  in  the  vicinity  of  Lessee^  drill  „eS  ™d  T^f  i  devel?Pment  ^  surface  use 
conducted  in  or  near  an  urban  residential  arl  If  U ^Lt****  s  "P"*™*  are  being 
equipment  in  its  operations,  Lessee  shaU ^kZ^JZJf*?*  utl,Izes ^  non-electric-powered 
installing  a  „oise  su^ressiSn  mufflert  lite  e^en^       P*  '°  soond  °y 

^^^T&AtedJ^^X^  ^  tt  lease  shaU 
'-^nitsttbe^^^ 

twenty  (120)  dayTafr  a^wggj'"  ta  due  «•  hundred 

really  payments  shall  be  due  withm  sto  L)  dX  at^th?  S7T^e-  ^U  subs«]«ent 
production  occurred  Should  f.jiT;  „    '  ^      .        end  of  the  month  in  which  the 

pay  to  Lessor  S  ^^M^^^A^  SUCh  *ne"  *«  I^taU 
due  date  until  the  date  of  paym^rn^^ofUs^^l  P™d  by  law,  from  the 
to,  and  not  in  lieu  of,  all  rights  Lessor maXve  asloZT^  f  par^aP^  sha«  be  in  addition 
Resources  Code  §§  91.401  tibrough91 . 405.  payment  of         "nder  V.T.C.A.  Natural 

proceeds^  SS^S'&t^r'T  *  3  ^™  ™V°»y  <* 
acquinng  legal  or  equitable  title  Z mose  wShW  m  PSSee"  OT  Lessee's  Orator, 
toes  hold  the  process  in  t^X^^o^^^^6'"?^^  *  «H 
bankruptcy,  or  other  business  failure  of  a  pu^ha^r  n^SS  ?otv£*standing  the  insolvency, 
pipelme  company  transporting  Action  rC^n^e^dlc?on  ?°m  *e  .'eased  premises  or 
payment  to  Lessor  for,  and  agWto  My  Sr  aV^CT^  Ussee  wU1  ^nam  liable  for 
not  tunefy  paid.  Lessor  retakslhe  right  to  hamate  fte  I i?Jf  ^f°r  t0gether  with  i""**  if 
penod  of  wntten  notice  and  opportun^  SSZSSISZSi  £yf ^  3 

express  or  bJ&WJ^££%g*££  ^  Warran*  °f  «Me, 

purchase  or  discharge,  in  whole  or  u^arTZ  Le"eVt  ^see's  option,  may 

premises  and  thereupon  be  subrogated  to  toe  rS  offte T^f8  *°r  °?ler  ,uen  "Pon  the  leased 
accruing  hereunder  toward  satisfying for  M^SS^T*  J""1  ^  roy*lties 
owns  an  interest  in  the  oil  and  gas  imdertte •  lS rZ^Jf , 'ialso  a«reed  mat  if  Lessor 
therein,  the  royalties  and  shut-in^ttb^d  — 

LESSoJ,  AND  L^llofs  rSI^S^IS  ^  «">  HAM™ 
ALL  EXPENSES,  CLAIMS,  DEMANDS  LL^II^K  f^S^^SIGNSAG^ST 
ANY  NATURE  FOR  INJURY  TO  W DEATOnp  S^^Dx£AUSES  OF  ACTION  OF 
PROPERTY,  INCLUDING,  WITHOUT  LftOTATinN^cl  cn^J?^085  OR  DAMAGE  TO 

LESSEE'S  INDEMNITY  «i£Sg!MS  SKSgESSgigS^ 


shall  exclidean^^^^^Wv^  "T^  (df"cribed  m  me  pHntod  lease) 
shall  take  all  ^XSfi^S^^^^'^^  Moreover,  L^e 
reasonably  possible.  The  lease  shall  not  bTheldVfo^d  eZtthT  maje^e  35  Soon  38 
for  a  penod  of  greater  than  two  (2)  years  to  the 'agnate  y      °rCe  majeure  vision 

consti^a  waivfoTa^th^troK  sM  ta  « 

any  provision  of  this  lease  shaU  SS^S^,^"^  &,lure  °f  ^  to  «*™ 
to  enforce  such  provision.  Sha"  COnst,tute  a  walver  of  *e  right  of  Lessor 

™p'ied  IbligatifKHeX  l^iv^af  *  "  ^  to  ^pressor 
competent  jurisdiction,  thenTe  n^va^  oa^tv  ,tn  ^^'V^nt  from  a  court  of 
proceedings,  ^udin^J^Z^ ^11™^  **  a"  ^  °f  «* 

r^5*S5S2SS^  —  that, 

marketing  the  oilVand  cL^SS^^S^  K**  """P"**  ^ 
incurred  on  an  unaffiliated  totirstete  orT^^  nereunder;.Prov"led  however,  any  such  costs 
value  of  the  marked  g^^^3££  ZZfZ,^  "  eah^ 

Lessor's  share  of  production^  so  Zg  L  b^T    T  ^  may  ^  deducted  &om 

enhancements.  In  no  event  shall  Uss?r  rL^a  ^  ^  ■  °?  ^  S  actual  of  such 
received  by  Lessee.  It  is  thetotem rfd^Zta ffi.  'S  ^  ""J  "  m°rc  me  Price 
fully  enforceable  and  effective  and are  notTbe c^L™",  °f  ^  «  to  ■* 

set  forth  i„  flw^  ^oarces  „  m  ^  Prindp,eS 

ma.  no  Lion^^T^S^  —  ^Division  Order,  i,  is  agreed 
provisions  contained  l*^nl^^£%£^"  duninTish  *e  agreement 
wording  contrary  to  the  provisions^ Ti  l ^  "  Tnlnsfer  ^  contains 

language,  the  agreements  ^ZvLoTn^to  ""TJT  without  amending  such 

Transfer  Order  prov.sions  herein  shall  supercede  those  of  the  Division  Order  or 

main  JLjftS,  W^on^ ™  *"  - 

performed  on  its  behalf  bfcont^l  S^,"  »^  ^  w°* 

coverage  for  comprehensive  geneThSilirt  foS         *?■  ™°  P°Iicies  sha"  "elude 
of  $  3,000,000,  blowout  and  loT  of  weU  tvS  T  a 

envm,nment  resulting  from  a  blowout  taclud^f '  f  f1*88  for  any  ^age  to  the 
remediation,  with  a  .Lit  of  $  SlSSL  r/  T  k"  **  ^ 
policy  m  the  amount  of  $  25,000  000  Les^eT™  „,f  7  mamtam  an  Umbrella  Liability 
me  insurance  coverage  requuTS^^ ^"7^  Z  *  $  5'00°'000  ^  * 
times  while  setf-insuran^is  in  eff^xcTofl  1 m£gZ  *  ^  " U-  *  34 

at  t»e  ^J%t%^^°£^^™f™*™^  "erein  to  the  contrary,  if, 
v  unary  term  or  the  Lease,  the  Lease  1S  not  being  maintained  to  effect  to 


Record  &  Return  to: 
Chesapeake  Operating,  Inc. 
P.O.  Box  18496 
Oklahoma  City,  OK  73154 


